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1527 (Octeber 1,

Senate retirement proposal
for mew federal employees
and comperison with current

1985 substitute)

Civil Service Retirement Systes

BASIC ANNUITY PLAN

Current CSRS

§. 1527
(October 1, 1985 substitute)

Bligibility

Federal employees who are not
covered by social security.

Tedersl esployees who are
covered by social security.

Required employee
centributions

7% of total pay.

Nope, except for social
security.

Vesting of retirement
benefits

S years service, provided
employee does pot withdraw
his own comtributions.

6 years smervice.

Salary base

Average of high-3 yrs salary.

Average of high-5 yrs sslary.

Retirement benefit
foramuls (accrual rate)

1.5% x first 5 yrs.
1.75% x mext 5 yrs. service,
2.0%x x yrs. of svc. over 10;
all times salary base.

service,

0.9% x first 15 yra. service,
1.1% x yra. of service over 15,
all times salary base.

Bligibility for retirement

1. Unreduced

2. Reduced

3. Involumtary

4. Deferred vested

Age 55 & 30 years service,
Age 60 & 20 years service,
Age 62 & 5 years service.

No provisions.

Age 50 & 20 yrs.
Aby age & 25 yrs.

service.
service.

At least § yrs. service,
and does mot withdraw
employee contributions.

Age 62 & 5 yesrs service.

Age 55 & 10 years service.
Age 50 & 20 yre. service.
Aby age & 25 yrs. service.

At least 5 yrs. service when
enployment terminates.

Amount of retirement benefits

1. Doreduced

2. Reduced

3. Ibvoluntary

4. Deferred vested

Based on accrual rate,
without reduction.

No provisions.

Reduced 2X for each
year under age 55.

Accrued benefit
payable at age 62.

Based on accrual rate,
without reduction.

(A) Age 55 & 30 yrs. service,
bepefit reduced 2X for
each year under age 62.
Age 55 & 10 yrs. service,
benefit reduced 5x for
each year under age 62.

(®)

Reduced 2X for each year
under age 62.

Full eccrued benefit payable
at age 62. Reduced benefit
can be elected when former
employee attains age 55

with the service needed for
early retiresent (10 years

or 30 years), with reductions
at 5% or 2% per year under 62.

Refunda

Option to withdraw at
separation sums
contributed with
benefits forfeited.

Cost-of-living
adjustments (COLAs)

No contributions, thus

bo refund.

Anpuslly, 100X of

rate of inflation as
measured by incresse in
Consumer Price [sdex (CPI),.

Optional forms of benmefits

Before age 62: Nobpe.

Ages 62-66: CPl rate minus 2
percentage points.

Ages 67 & over: Full CPI rate.

Joint-&-survivor anmnuity.
Survivor apnuity is 55% of the
employee’s unreduced annuity.
If spouse dies first, aBpuity
to employee is restored to
unreduced smount.

Subsidized (less than full
actuarial reduction).

1. Joint-&-survivor enpuity,
with 10X reduction while
both employee &L spouse are
alive and resain married.
Surviviang spouse gets 50%
of apnuity payasble to emplo-
yee before this reduction.

2. Social security leveling
option, besed on actuasriasl
equivalent. Benefits are
bigher at ages 55-61,
lower age 62 & after.
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THRIFT SAVINGS PLAN

page 2

$. 1527
(October 1, 1985 substitute)

Contributions
(excluded from gross incose
te the extent permitted for
Section 401(k) plans):

l. Paid by employee and N/A
matched by employer

2. Additionsl] voluntary
employee contributions, N/A
sot matched by employer

Up to 5% of pay, with employer
matching at $) for eech $i.

Up to 5% of pay. Also, unused
amounts may be carried forward,
and cootributed later up to 5%
of pay io sny year, outside
the uwsuel limit on employee
contributions of 10X of pay.

Vesting N/A
Investmentsa
1. Employee may elect N/A

ipveatment of own
account in:

2. Phase-in of private-
sector investment
option after thrift
plan contributions
begin:

Bmployee is immedistely vested
for own comtributions,
enmployer comtributions

vested at 20X after

1 year of service,

increasing to 100%

after 5th yesr, with any
investment gains/losses.

Fund A--Government securities.

Fund B--Fixed-income securi-
ties, using imsurance
company Guaranteed
Investment Contracts
(GICs) or other
private-sector assets.

Fund C--REquities, using an
index fund (invested
in proportion to s
diversified common
stock portfolio such
as Stendard & Poor's
500 Stock Index).

Required to be in
Contrib- gov't securities
wtions in -
cal. year EBmployee Employer

1986 R/A N/A
1987 100x 100x
1988 8o 100
1989 60 100
1990 40 100
1991 20 100
1992 0 100
1993 ] 80
1994 0 60
1995 0 40
1996 0 20

Pasyout of employee N/A
retirement accounts
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Employee may elect payout of
vested account balance:

1. As annuity.

2. Io cash (st retirement
age or death).

3. As rollover to IRA (at
tersinetion of employment
or death).

Active employees may not
withdraw funds.

Program of hardship loans to
employees is to be established
by Jasnuary 1, 1988.
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SURVIVOR BENEFITS

Current CSRS

Preretiresent deatbh
benetit, mpouse or
forser spouse.

At deeth of

active employee with
18 sonths service,
surviving spouse
gets 55%x of:

(A) smpuity esroed at death,
or, if larger, the
lesser of (B) or (C).

(B) 40% of salary base, or

(C) abouity earned with
service projected to
age 60 at same
salary base.

Group life insurance
benefits also are payable,
if employee elects to
coptribute part of cost.
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S. 1827
(October L, 1985 substitute)

At death of sarried esployee
with service of aut lcast IH
months, surviving spouse gets
anpuity equal to 50%x of
esployee’s apouity earped for
service to date, witbout any
reduction, and with service
deemed to be at least 10 yeaurs
i» computing this annuity.

Anpuity peyments stop when
surviving spouse remarries
before age 55 or dies.

This bepefit is paysble in
addition to apy social secur-
ity, group life ibnsurance or
thrift plep death benmetits.

Preretirement death
bepefit, children

Unrelated to annuity;
annually adjusted dollar
amount varied by pumber
of children, and whether
or not orphaned.

None froms plan: benefits
provided by sociel security.

Optional post-
retirement
death benefit,
spouse or
former spouse

55X of earned retirement
abnpuity unless choice
Jointly rejected:

option results in

2.5% reduction to

first $3,600 of anouity
and 10X reduction

to anpbuity over $3,600.

Anpuity to married retiree

is automaticslly reduced

10 percent as in a 50% joint-
and-survivor optiop to provide
spouse & survivor apbuity,.
(Automatic upnless choice

is Jjointly rejected.)

Children Same as for pre-retirement None froms plan: benefits
death bepefit. provided from social security.

Special provisions
for survivipg
former spouses,

or mew spouses

due to marriage
after retiresent.

Benefits sre the same

as for surviving spouses,
subject to elections and
deposits in certain cases.

Bepefits are the same

as for surviving spouses,
subject to elections and
deposits in certain cases.

Basic Federal Employee Group
Life Ibpsurance (FEGLI)

for active esployees who
contribute at current rates

Amount equal to 2x asnbual pay
up to age 35, grading down to
Ix pay st ages 45 & over
(rounded to pext higher
$1,000 multiple, plus $2,000,
disregarding salery sbove
Executive Level II, with add-
itional psyment at accidental
death or dismesberment).

At sge 65, or retirement if
later, reduced at 2X per
mooth uotil smount reaches

25 percent of pre-65 amount,
unless employee elects to pay

full cost of extra protection.

Newly hired esployees pay

level comtribution that covers

2/3rds of lifetime cost.

death benefit st governsent
expense, payable to employee’s
named beneficiary.

Amount is 2x annual pay minus
basic FEGLI asmount.
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Active employees who contribute
for basic FEGLI get supplemental
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Admipiatration
and eligibility

DISABILITY BENEFITS

Current CSRS

page 4

S. 1527

(October ), 1985 substitute

Provided fros CSRS,

if esployee bas 5 years

of service for eligibility.
Customarily paid after
sick leave is used up.

Provided under separate
Loog-Term Disability (LTD)
plap with third-party

administretor.

Disability

bepefits are paid first from
upbused sick leave, then
after no further waiting
period from LYD plan, if
enployee bas 18 months of
service for LTD eligibility.

Pefinition of dissbility

Unable to do any
Job for which the
employee is qualified
io the same agency at
the same grade level.

Employee must meet one of two
definitions of disebility--

i.

2.

Social Security definition:
Unable to work in substan-
tial gainful sctivity.
Occupational defibition:
Upable to do any job for
which the employee is qual-
ified in the same agency
and commuting area, at the
same grade level.

During dissbility, totasl
income fros work may not
exceed 60X of pay level for
former job, and esployee may
be given pbysicsl exams.

Disability benefit

Abbuity earned at omset,

60 percent of high-5, offset

amounts or if greater, the lesser of: after 5-month waiting period
(a) 40x of salary base, or by 100X of social security
(b) spbuity based on primary bepefit, if any,
service projected payable to age 62.
to age 60 at the
sase salary base. If employee meets only the
occupational definition of
disability, bepefits are
reduced one year after they
begin to 40 percent of bhigh-5,
payable to age 55.
Cost-of-living Net bebefit after offset

adjustments (COLAs)
during dissbility

Retirement benefits
after disability

increases at rate of increase
in CPl, winus 2 percentage
points.

Disability annuity
contipues for life
if po recovery before
normal retirement age.

During LTD benefit period,
employee’s service continues
to be credited toward basic
anbuity formula, high-5 for
purposes of that formula goes
up at rate of ipcrease in CP1
mibus 2 percentsge points, and
employee meay participate in
thrift plan.

After long-terms disability
benefit period ends, employee
is eligible for retirement
benefits based on age and
service at that time.
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Retiresent ages for
special groups: law
enforcement officers,
firefighters, air
treffic controllers,
etc.

Lot b e 8 I |

MISCELLANEOUS PROVISIONS

- - ———— -~ -

Current CSRS

Law enforcement officers

and firefigbters may retire
at age 50 & 20 years service.
Benefit is 2.5% of high-3
times first 20 years of
service, plus 2% times
service beyond 20 years.

Air traffic controllers
Bmay retire after 25 years,
or at age 50 & 20 years,
with ubnreduced benefits
under the regular forsula,
but oot less than

50x of bigh-3.

Other groups bave special
contributions, benefits.

Treatwent of nop-federal
enployees as federal
emsployees for purpoaes
of retiresent

LLULL - | B
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page 5

S. 1527
(October I, 1985 substitute)

Lew enforcement officers,
firefighters and air

traffic controilers may

retire at age 50 with 20 years
of service, or at any age with
25 years of service, and xet
ep uoreduced appuity and
supplement payable to age 62
equal to social security.

Nationsl guard technicians
may retire at age 55 with 30
years of service snd get an
unreduced anouity.

No supplement 13 payable.

Otber groups get the regular
benefits of the plan.

Certain groups are
included.

Newly hired employees of the
D.C. goveroment are excluded
from this progras. Other
son-federal employees retain
current coverage.

Transfers of current
employees to pew program

Bffective date and
transitios froms
ioterim plan

N/A

Current employees may elect to
Join social security spd new
program through Dec. 31, 1987.

Credit im current prograns
stops, except that the

bigh-3 pay contibues to run.
Employee retains survivor
coverage from currest plan,
but pot dissbility coversge.
All service counts toward both
programs’ eligibility for
retirement and vesting.

Employee is given credit for
prior federal service toward
eligibility for lobg-ters
dissbility coverage.

The socisl security
windfall-bepefit reduction
and public-pension spouse
offset are waived for persons
with 5 or more years of
service under the pew plan.

Effective date is Jan.l, 1987.

Perticipants who copntributed
toward ibpterim plan after 1983
receive credit towerd thraft
plan for these contributiorns
and matching employer contri-
butions plus interest.
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Newly-covered esployees may elect either of the following Options—-

Option A: This includes all the regular provisions.

See pages 1-5.

Option B: The employee agrees to pay a higher contribution to get the special provisions
outlined below. (Both Options are shown here for comparison.)

Eligibility

1527 (October 1, 1985 substitute)

Option B

Federal esployees covered by Federal employees covered by
sociasl security who do mot social security who elect
elect Option B when they are Option B when they are first
first covered by the new plen. covered by the sew plan.

Required employee
contributionas

"Level employee contributions”,
equal to difference between the
employee contributions currently
scheduled by law for CSRS and
for social security, psmely:

None, except for social
security.

Calendar Up to §.S. Over 8.S§.

year wage base wage base
1987 1.3 7.0%
1988-89 0.94x 7.0x
1990 & after 0.8 x 7.0x%

Social security wage base is
$39,600 in 1985, increasing

ip future years with the index
of nstional average wages.

Retirement bepefit
formula (accrual rate)

0.9%x x first 15 yrs. service,
1.1X x yrs. of svec. over 15,
all times salary base.

(These percentages may change
slightly, based on CRS cost
estimate for Options A and B.)

0.9x x first 15 yra. service,
1.1% x yrs. of sve. over 15,
all times salary base.
(These percentages may change
slightly, based op CRS cost
estimate for Options A and B.)

Bligibility for
unreduced retirement

Age 55 & 30 years service,
Age 62 & 5 years service.

Age 62 L 5 years service.

Amount of reduced
retiresent benefits

(A) Age 55 & 30 yrs. service, Age 55 & 10 yrs. service,
benefit reduced 2% for benefit reduced 5% for
each year under age 62. each year under age 62.

(B) Age 55 & 10 yrs. service,

benefit reduced 5% for
each year under age 62.

Amount of deferred
vested benefits

Refunds

Full accrued benefit payable

st age 62. Reduced benefit

can be elected when forser

employee attains age 55

with the service needed for

early retirement (10 years

or 30 years), with reductions

at 5X or 2% per year under 62.
No contributioos,
po refund.

Full eccrued benefit payable
when employee attains both

age and service needed for
unreduced retiresent.

Reduced bepefit cap be elected
when former employee sttains
age 55 with 10 years service,
reduced 5% per year under 62.
Employees whbo lesve may withdraw
their contributions. If they
have at least the 5 years
service pneeded for vesting,
they also get a deferred
sanbuity based ov the excess,
if apy, of the value of their
vested sppuity minus their own
coptributions.

thus

Contributions to
thrift-savings plan
(excluded from gross income

to the extent permitted for
Section 401(k) plans):
l. Paid by employee and
satched by easployer

2. Additional volubntary
employee contributions,
Dot matched by employer

Cost-of-living adjustments
(for retirement, survivor
& disability bepefits)

Up to 5% of pay, with esployer Up to 6X of pay, with employer
matching at $1 for esch $!. matching as follows:
First 1X msatcbed at $1 per $1.
Next 2X matched at $.50 per sl.
Over 3X matched at $.25 per $}.

Up to 5% of pay. Also, unused Up to 4% of pay. Also, unused
amounts may be carried forward,amounts may be carried forward,
apd coptributed later up to 5% and contributed later up to 5%
of pay in any year, outside of pay in any year, outside
the ususl limit on employee the usual limit on employee
contributions of 10% of pay. contributions of 10x of pay.

1) Retired, up to age 62: None. l) Retired, up tn age 62:
2) Retired, ages 62-66, or CP!l rate mibus 2 percentage
disability & survivor cases points.
up to age 67: CPl rete minus 2) Retired, age 62 & up, or
2 percentage points. survivor & dissbility cases
3) Age 67 & up: Full CPI rate. at spy age: Full CPI rate.
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